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at the outset to the redemption only of the notes of banks which

failed it would have been much more than adequate.   Other

States, particularly Ohio, Indiana, and Michigan, adopted the

safety-fund system for a time, but in all of them by the middle

of the century it was being superseded by a system of the third

type.

Under the Free Banking Act of the State of New York
passed in 1838, any one who deposited approved securities
with the State Comptroller became entitled to issue notes to a
like amount. In certain circumstances even mortgages were
accepted as proper securities against which notes might be
issued. The Act was intended to give all citizens an equal right
to establish a bank, since the granting of charters had been the
subject of much political jobbery. It resulted at first in the
establishment of many small and insecure concerns, several of
which failed badly soon afterwards; but in 1844 a minimum of
$50,000 was fixed for the securities deposited, and from that
time the number of failures was comparatively small. Although,
however, the system thus gave a fair measure of security in
New York, it by no means did so in the States which copied it.
In Michigan, Indiana, Wisconsin, and many other States, the
crisis of 1857, which arose largely as a result of speculation
based upon note issues of the Western banks, brought down
more than one-half of the banks established under the scheme
and spread to New York and New England and thence to
Europe.

The fourth type of bank with which experiments were made
at this period in the United States was the bank owned and
controlled by the State. It was perhaps the least successful of
all. In Kentucky a State-owned bank founded in 1820 issued
notes which in two years had lost more than a third of their
value. The Bank of the State of Alabama, about the same
period, embarked upon an orgy of uncontrolled credit expan-
sion and was finally wound up with a heavy deficiency. At
least a dozen other States had similar experiences. The out-
standing exception was Indiana, whose publicly owned bank,
established in 1834, was we^ managed and brought much